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Case Assignment

A-Rod: Signing the Best Player in Baseball

This case is about a baseball team and its decision to hire a star shortstop. But from a broader view, it is not about baseball at all.  It is about a management decision to add an asset to its current capital stock.  For this exercise, we’ll view the signing of A-Rod (Alex Rodriguez) by the Texas Rangers as a business decision.  The assignment for this exercise is at least clear cut, if not simple.

1.  How did the Texas Rangers organization make the decision to hire A-Rod at the salary that they paid him?


2.  What would be the elements of a purely financial decision whether or not to pay the price that they paid?  How would you make the decision?


3.  What is the present discounted value of the A-Rod contract?  (Note the Rangers use an 8% discount rate for their calculations.)


4.  Based on the information in the text part of the case, how can the data in Exhibit 6 be used to help make the decision on what A-Rod is worth to the Rangers?  (Note, you are not required to actually carry out all the statistical analysis, but feel free if you wish.)


5.  In prospect (that is, not looking back on what you know actually happened), was the decision to hire A-Rod at the price they paid a good business decision?  Now, what about in retrospect?  What about the New York Yankees?  Do you think this is a good business decision for them?  (A-Rod will cost the Yankees about $22M per year for the next several years, however, the Texas Rangers had to pay the Yankees $67M to take A-Rod from them.)
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